CHAPTER 3   :   RECONCILING THE PETTY CASH 


     BALANCE
Once we have been given the trial balance and reports prepared by the bookkeeper , the easiest way to proceed is to work through the balance sheet accounts and reconcile each of these to some kind of third party confirmation . It makes sense to reconcile the easier balances first and hence we will begin with the petty cash . 

We can see from our trial balance that the accounts show a balance in hand of £35.88 at 30th June 2010 . Mr Torres has counted the amount left in the petty cash box and this totalled £25.60 . Now we need to find the mistakes!

This is not too difficult as all we need to do is look at the nominal account history for account 1230 and compare each processed transaction with the original petty cash vouchers , which should have been kept by the bookkeeper . This will highlight any transactions which have been incorrectly processed or omitted altogether

Once we have highlighted and corrected the errors , we are able to use the built in reconciliation option contained in the package , which will flag these transactions as having been reconciled

PROCEDURE
(A)
Highlighting the Errors

Compare the activity report of nominal account 1230 with the actual 
transactions listed in chapter 2 and note any errors that have been made 
by the bookkeeper . 


These can then be adjusted using the Transactions and Edit routine


Once you have highlighted and corrected all the errors made , your petty 
cash account should show a balance in hand of £25.60 which then 
agrees with the total of the petty cash box


N.B.

The actual errors made are listed overleaf for you to check against the 
ones you have highlighted , but obviously it is far more beneficial to try 
and find them yourself first . 

LIST OF PETTY CASH PROCESSING ERRORS 

The following errors were made by the bookkeeper in processing the petty cash transactions :


(1)
6 April
VAT was charged on stamps





Edit transaction 5 to eliminate the VAT element


(2)
14 April
VAT was calculated on the gross amount of the payment 


for printer cartridges . Calculate net should have been used




Edit transaction 7 to show the following :




Net

£20.43





VAT

£3.57




Gross

£24.00

(3)
16 April
VAT was calculated on the gross amount of the payment 


for petrol . Calculate net should have been used




Edit transaction 16 to show the following :




Net

£29.79





VAT

£5.21




Gross

£35.00

(4)
8 May

VAT was calculated on the gross amount of the payment 


for petrol . Calculate net should have been used




Edit transaction 29 to show the following :




Net

£31.49





VAT

£5.51




Gross

£37.00

Also the payment was made through the current account and not the petty cash account

Thus, we need to alter the nominal bank code from 1200 to 1230

(5)
4 June

VAT was calculated on the gross amount of the payment 


for petrol . Calculate net should have been used





Edit transaction 46 to show the following :





Net

£22.98






VAT

£4.02





Gross

£27.00

(6)
6 June

VAT was calculated on the gross amount of the payment 


for printer cartridges . Calculate net should have been used





Edit transaction 48 to show the following :





Net

£15.32






VAT

£2.68





Gross

£18.00

(7)
30 June
VAT was calculated on the gross amount of the payment 


for petrol . Calculate net should have been used




Edit transaction 60 to show the following :




Net

£14.47





VAT

£2.53




Gross

£17.00

